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Valuentum Securities

Valuentum (val-u-n-tum) [val-yoo-en-tuh-m] Securities
Inc. is an independent investment research provider,
offering premium equity reports and dividend reports, as
well as commentary across all sectors/companies, a Best
Ideas Newsletter (spanning market caps, asset classes),
a Dividend Growth Newsletter, modeling tools/products,
and more. Independence and integrity remain our core,
and we strive to be a champion of the investor.
Valuentum is based in the Chicagoland area.

Valuentum serves money-management institutions,
financial advisors, and individual investors.
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matched
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ilal Advisor
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or

ransparent

Valuentum's Investment Research

X X X

F I (e y & Articles
16-page Stock Research Reports X X X
Fair Value Estimates X X X
Valuentum Value Rating™ X X X
Valuentum Buying Index™ Scores X X X
Vall Proprietary Stock Inf ion X X X
Valuentum ValueCreation™ Rating X X X
Valuentum ValueRisk™ Rating X X X
Valuentum ValueTrend™ Rating x X X
Dividend Reports X X X
Valuentum Dividend Cushion™ X X X
Discounts on Modeling Tools & Products X X X
Access to Actively-Managed Portfolios* X X X
Best Ideas Portfolio* X X X
Dividend Growth Portfolio* X X X
Our Best Ideas Newsletter* X X X
Our Dividend Growth Newsletter* X X X
An Experienced Opinion on Stocks in Your Portfolio X X X
Valuentum ldeas100 X X
Valuentum Dividend100 X X
Valuentum DataScreener500 X X
Training & Support X X

Distribution Rights to Clients/Prospects

Ad d Access to Val Analyst Team X
Advanced Valuation Infrastructure X
Public Valuentum Commentary X X X X
Mew Investing Book Reviews, pre-public release X X X X
Basic Access to Valuentum Analyst Team : X X X
Open Forum - Discussion Board X X X x

* Dependent on Choice of Membership Plan




0 Understand the Stock Market

k Market Is a Market
No Long Term

o0 Not Magically Converge to Intrinsic Value or
et Price

g in the Stock Market Is a Self-Fulfilling

nger the Competitive Advantage, the Lower
Return

Surprises Are Analyst Misses Not the
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0 Understand the Stock Market, cont

nt Trend Toward Dividend Investing May Be
d Bad) for the Individual Investor

atio Is a Short Cut and Used Incorrectly
Range and Not a Point Estimate

e Wrong

s a Component of Value

Momentum Outperform Everywhere

as Right




The Valuentum investor (bottom right) is an intelligent breed who understands that stock
prices are driven by the buy and sell decisions of other investors. The Valuentum investor
focuses on discounted cash-flow analysis, relative valuation analysisand
technical/momentum analysisto predict the decisions of other investors and future stock
prices— much like a person selects the winner of a beauty contest by understandingwhat
the judges prefer in a winner. John Maynard Keynes’ beauty contest (pictured above).




Momentum: "It Does Exist”
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Strategy Has the Greatest Profit Potential*

B = Buy
S = Sell

- Momentum
H = Still Holding ™\ Profit
Overvalued
— Value Profit — Valt;entum
Profit
Undervalued




um Strategy Helps Avoid Overpriced
We Don’t Get Involved!

Liquidity Squeeze
Complicates Exit
Point for Momentum
Investors in This
Example

Overvalued

-

Undervalued

=0

B = Buy
S = Sell
H = Still Holding

We're not momentum investors. We’re Valuentum investors.




ot Involved!

Overvalued

um Strategy Helps Avoid Value Traps -

We avoid
income
traps!

Seadrill

(SDRL),
Linn

Undervalued

Energy
(LINE),
B = Buy etc.
S = Sell
H = Still Holding

O®




We avoid

stration in Oil Equities falling

knives!

January 14, 2015
NYMEX:CLG2015 0:46.16 H:48.91 L:45.01 C:48.09
Crude 0il WTI, D, NYMEX [T
irahy20) L 100.00
oy Value Investor: Energy stocks are cheap!
H*HH"H‘IJ 96.00
et ]f ' Loz 00
M{PW% — Your Broker: Energy stocks are really cheap!
[
ﬁ 184.00
Hl}m}}ﬁr’ | | 80.00 . .
il Deep Value Guys: Qil stocks are dirt cheap!
L UH ﬂht L 76.00
hlﬁ Your Broker Again: An unbelievable deal!
WM- Value Investors: Now I’'m insolvent!!!
- Valuentum: We're going to let the
________________ H.....H.,__.....H..............ni.........;.n.mmin||||||i|'|||n|||'|i|IIII|||II||Ii|||.||||—||iii|||HHm market te” us When the bottom |S
& CME Group in. Valuentum investors don’t fall
Powered by Trading¥iew.com . . .
o into value traps, falling knives.




] ] “5 Reasons Why We Think Kinder
€ AgamSt Kinder Morgan’s Shares Will Collapse,”
I"I"OI’\'S, Jun 11 2015 by Valuentum

Published on TradingView.com, September 09, 2015 23:01 UTC ( 1)
BATS:KMI 30.64 ¥ -0.45 (-1.45%) 0:31.34 H:31.53 L:30.60 C:30.64

KINDER MORGAN INC DEL, D, BATS
vol (20

But the bear arguments haven't gone away. In a Tumblr post that appeared Thursday 24.00
on Yahoo Finance, Brian Nelson, president of the independent investment-research

company Valuentum Securities, makes a five-point argument for why shares of Kinder 4200

4 WW,' Morgan will “collapse.” 200
| kﬁ Stating that he is removing the stock from his firm’s dividend growth portfolio, Nelson 41.00

i *‘ makes a number of points that touch on the argument Bary made in Barron’s and even
I go beyond it. o
39.00

5 Brian Nelson’s Tumblr Like Bary, Nelson thinks that the stock has
“ _ gotten way overvalued and also questions 33.00

w 5 Reasons Why Kinder Morgan Shares Will the solidity of those underlying eamings
Collapse . i 37.00
i factored into the valuation.

36.00
But Nelson also argues that the

* company's debt load “is downright scary " 2500

Y MNelson writes that debt, net of cash, was $42 8 billion in the first quarter of 2015, up w0

from $40.6 billion in the first quarter of 2014. “The company’s Debt-to-EBITDA ratio 33.00
stood at 5.8 times, up from 5.5 times in last year's quarter,” he adds. “This is junk

territory, in our view, but the company is rated investment-grade by the credit rating 20
1‘ agencies.” 31.00
30.00
L | atesit] ) Source: http://www.barrons.com/articles/the-bear-case-against-mip- oo
TrooreT (o) () kinder-morgan-1434062853
MO O e [INMIE w0
May Jul Sep MNov 2016 Mar May Jul Sep MNov 2017 Mar

with Valuentum. The Barron’s logo and name are registered trademarks of Dow Jones & Company.




The Outperformance of Dividend Payers Over Time

S&P 500 Index Analysis
$100 invested in each of five strategies (1/31/72-12/31/10)

$4500

= Dividend Growers and Initiators
4000 - All Dividend-paying Stocks
3500 |- o Stocks with No Change in Dividends $3,545
3000 = oy Non-dividend Payers $2711
2,500 s Dividend Cutters or Eliminators E
2,000
1,500 $1,610
1,000
S00
X f82'
13172 12731780 12/31/90 123100 123110

Source of the chart data: Ned Davis Research, 12/31/10. Image Source: Capital
Markets Perspecives, "Investing for Dividend Growth®, Oppenheimer Funds. Based on
an equal-weighted geometnc average of total return of dividend-payving histoncal S&F
500 Index stocks, rebalanced annually. The chart uses actual annual dividends to
identify dividend-paying stocks and changes on a calendar-year basis. Past
performance does not guarantee future results.

Dividend Growth Investing

Valuentum is working
diligently on an
independent study to
provide further
granularity of the

long-term benefits of
dividend growth
investing.

Visit us at
www.valuentum.com




tum’s Dividend Growth Tenets

al preservation is paramount.
ocus on valuation should not be sacrificed to “chase”

pany’s dividend growth track record is important, but
ture dividend growth and safety is more important.

prehensive analysis of its business model, future free
flows and balance sheet health will uncover the
gest dividend growers.

Ividend Cushion ratio offers a more comprehensive
ure of the safety of a dividend than the payout ratio

tantial dividend growth over time should provide for an
uate yield on cost in time.

ot about finding the best dividend growers of the past
ars, but its finding the best dividend growers for the
25 years...




cing: The Dividend Cushion Ratio™

ive, cash-flow based fundamental ratio that gauges a
‘s ability to continue raising its dividend long into the

-year forecast of free cash flow (CFO less capex) to net
heet (cash less long-term debt) and divides that sum by
forecast of expected cash dividends paid.

cash-flow dividend coverage ratio that considers the health
balance sheet, which is a key funding source for dividend

er the positive number above 1 the better. Anything
0 (a negative number) signals trouble.

more comprehensive measure of growth and safety than
nd payout ratio (dividends per share divided by earnings

).




tum Dividend Cushion™ Helps Dividend
estors Avoid Dividend Cuts

The Valuentum Dividend Cushion Caught These Dividend Cuts in Advance

- -
tu m D I VI d e n d A Valuenturmn Dividend Cushion Score Below 1indi = Firm’s Dividend iz At Riskin the Years Ahead
. Reduced dividend t rt debt-reducti
a su re h a S Avery Dennison (AVY) 31-Jul-09 0.66 Sdueed dividend to support debt-reduction
efforts.
n real ti m e ConAgra Foords (CAG) 16-Mar-06 -0.59 (1) Restructuring, divestitures.
I Refocus on core business of generating and

Constellation (CEG) 18-Feb-09 -4.36 selling power.

d C u ts, Of DR Horton (DHI) 6-May-08 -0.03 Heousing turmaoil.
Excessive debt; preserve cash amid downturn of
( SVl | ) Gannett Co. (GCI) 25-Feb-09 -0.06 nemenaper industiy.
4

La-Z-Boy (LZB) 17-Feb-09 0.89 Suspended dividend to preserve cash amid

downturn in home furnishings.
Suspended dividend in the wake of wea
ded dividend in th ke of ke
I/ Marriott Intl (MAR) 1-May-09 2.18(2) business travel, but dividend achieved record
highs again, May 6, 2011.

E ) I St ra ye r Masco Corp (MAS) 11-Feb-09 074 Cut dividend to ensure ability to fund operations

and service debt coming due.
. } _ Effort to preserve cash. Downturn in newspaper
e I O n ( EXC) I New York Times (NYT) 20-Nov-08 0.04 industry. Loss of investment-grade credit rating.
. Bought Wyeth to diversify revenue base. Raised
a I ( ( : LF) Ffizer (PFE) 26-]an-09 0.54 £33 billions in debt.
4

Streamlining operations, business unit
Sara Lee Corp (SLE) 8-Aug-06 0.70 divestitures to raise CES;L

es ( P BI ) 7 Sunoco Inc. (SUN) 6-Oct-09 -0.85 (3) Poor margins, overseas competition.
Supervalu (SVU) 20-0ct-09 5.78 Rizing unemployment, competition from Wal-
Mart, etc.
alero Energy (VLO) 27-Jan-10 0.15 Lower demand for gas and diesel.
P)...and more.

Free up much-needed cash amid downturn in

Vulcan Materials (VMC) 14-Oct-11 -1.42 aggregate demand.

1) For wcams per lodTor ConAgra, 007 through 20,
Marriott iagaman o amatr ety Cut R end, inour opinion. The Cushikonr afict an IR Tier ek ot The time ot Cut AN & an0ugh Marr it e or e Rspay out torecord high
For eporiadyenr

e prior o idend o) | of Pr cugiir anortadly aars M raporad y aar sdonos totalTive, Lt reported

oo O




nd Cushion: Some Finance Definitions

rom operations (CFO)

cash flow statement
ure of cash earnings
nsideration changes in working capital (inventory, accounts receivable, accounts payable)

enditures (capex)

cash flow statement
maintenance spending necessary to continue growing cash from operations

ree cash flow (FCF)

nalyst
erations less capital expenditures

debt

balance sheet
er one-year

nd cash equivalents

balance sheet
n generally be used for dividends, share repurchases, and/or acquisitions

nds paid
cash flow statement
sh going out the door in the form of cash dividend payments




y the Numbers

Cumulative 5-year Forecasted Cash from Operations

Culumative 5-year Forecasted Capital Expenditures

Cumulative 5-year Forecasted Free Cash Flow (CFO - capex)

Total Cash - Last Fiscal Year

Total Long-term Debt - Last Fiscal Year

Net Cash (total cash less total long-term debt)

Cumulative 5-year Forecasted Dividends Paid (from CF statement)

Valuentum Dividend Cushion Score (greater than 1.25 = good)

190,536

-34,344

156,192

85,709

20,645

65,064

67,015

3.30

In USD millions




idend Cushion Derived

|

250,000

221,256

200,000 -

150,000

100,000 -

67,015

50,000 -

Dividend Cushion Dividend Cushion

Numerator: (Syr Denominator: 5Syr
Forecasted Free Cash Forecasted Cash
Flow + LFY Net Cash) Dividends Paid

In USD millions




idend Cushion Cash-Flow Bridge

65,064

34,344 _
67.015

from Operations

SyrForecasted Cash  5yrForecasted  Last Fiscal Year Net

Syr Forecasted Cash Total Cumulative 5yr
Capital Expenditures Cash Dividends Paid Forecasted
Distributable Excess
Cash after Dividends
Paid, ex buybacks

In USD millions




oes This Mean for Microsoft?

| Dividend Yield: 2.9% ($1.24/share)
tum Dividend Cushion™ Ratio: 3.3

tion: Microsoft can cover its growing

d with expected free cash flow and its net
osition more than 3 times over the
rement period!

mpany has fantastic dividend growth
cts on the basis of its cash-flow profile and
e sheet.
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S This Mean for Microsoft? (cont)

: Could Microsoft double its dividend and
room to grow the payout? Yes.

e the types of solid and secure dividend
eas we seek to deliver to members in
end Growth portfolio.




ur Favorite Dividend Growth Ideas

DIVIDEND GROWTH PORTFOLIO -- as of September 1, 2015 (intra-day) Fundamental data as of September 1, 2015
Company Name Yrly Div's Paid ($) /Shr  Div Yield % Ex Div Date Next Pay Date (cycl)  Div Cushion™  Div Safety Div Growth Fair Value VBIScore PriceFair Value
Altria (MO) 226 433% mid-Sep 2015 mid Sep 2015 (quart) 12 GOOD GOOD $5100 3 102
Apple (AAPL) 208 191% early Nov 2015 Nov 2015 (quart) 50 EXCELLENT EXCELLENT $42.00 6 0.77
Cisco (CSCO) 084 3.32% early Oct 2015 early Oct 2015 (quart) 31 EXCELLENT EXCELLENT $36.00 7 0.70
Coach (COH) 135 455% early Sep 2015 early Sep 2015 (quarf) 20 GOOD EXCELLENT $37.00 5 0.80
Energy Sector SPDR (XLE) 2.06 3.20% late Sep 2015 early Sep 2015 (quart) - GOOD NEUTRAL - - -
General Electric (GE) 092 383% early Sep 2015 Sep 2015 (quart) 22 GOOD GOOD $29.00 3 0.83
Hasbro (HAS) 184 254% late Oct 2015 mid Nov 2015 (quart) 19 GOOD GOOD $7100 6 102

HCP (HCP) 226 6.19% early Nov 2015 early Nov 2015 (quart) 13 GOOD GOOD $46.00 3 0.79

Intel (INTC) 0.96 3.44% early Nov 2015 early Dec 2015 (quart) 24 GOOD GOOD $38.00 4 0.73
Johnson & Johnson (JNJ) 3.00 3.26% late Nov 2015 early Dec 2015 (quarf) 24 GOOD EXCELLENT $108.00 3 0.85
Medtronic (MDT) 152 2. 19% late Sep 2015 Sep 2015 (quart) 20 GOOD EXCELLENT $72.00 4 097
Microsoft (MSFT) 124 295% mid Nov 2015 mid Dec 2015 (quart) 30 EXCELLENT EXCELLENT $54.00 4 0.78
Proctor & Gamble (PG) 2.65 3.84% late Oct 2015 early Nov 2015 (quart) 15 GOOD EXCELLENT $74.00 T 093
PP&L (PPL) 149 496% early Sep 2015 early Sep 2015 (quarf) Held for diversification reasons. $30.00 3 100
Realty ncome (O) 228 5.20% monthly monthly 15 GOOD GOOD $55.00 6 0.80
Talen Energy (TLN) NA NA NA NA - S 2 = - =

Standard Disclaimer: Our Dividend Growth portfolio is for information purposes only and should not be considered a solicitation to buy or sell any security. Valuentum is
not responsible for any errors or omissions or for results obtained from the use of our Dividend Growth Newsletter and accepts no liability for how readers may choose to
utilize the content.




nt Risks for Dividend Growth
rs

of financially-engineered dividends as in the
MLPs and some REITs.

Ividend yield is too good to be true, it probably
o+ = danger!).
nterest rates could complicate the strategy.

rates could cause significant capital
ation in income-oriented equity holdings.

Il in love with the past - the future is all that

rent state of the global economy




e Learned

d growth investing has both advantages
ique risks.

criteria related to value and momentum
gment the core dividend growth process.

on valuation helps limit exposure to
iced ideas.

on momentum helps build conviction in
riced ideas.

-focused, momentum-based dividend
process is a tool for your kit.
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itive Advantages of Valuentum’s
h

tely independent - NO conflicts of interest

ty and systematic application of analytical
S

ehensive equity research provider — from
hrough momentum investing
S

h and depth of coverage
-

itment to expanding coverage

performance track record BBB.
on expertise
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Disclaimer

ned in this slide deck (presentation) is not represented or warranted to be accurate, correct, complete,
are for informational purposes only and should not be considered a solicitation to buy or sell any
mentioned herein may not be suitable for all types of investors. The information contained in this
nstitute any advice, and especially on the tax consequences of making any particular investment

is not intended for any specific type of investor and does not take into account an investor's particular
financial situation or needs. This document is not intended as a recommendation of the securities
icular investment strategy. Before acting on any information found in this document, readers should

an investment is suitable for their particular circumstances, perform their own due-diligence, and if
ional advice. Assumptions, opinions, and estimates are based on our judgment as of the date of the
ubject to change without notice. Valuentum is not responsible for any errors or omissions or for results
of this document and accepts no liability for how readers may choose to utilize the content. In no event
le to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or

s, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
nnection with any use of the information contained in this document. Investors should consider this
gle factor in making their investment decision. Redistribution is prohibited without written permission.

n about Valuentum's products and services, please contact us at valuentum@valuentum.com.




